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SUMMARY    OF    RECOMMENDATIONS 

This   listing    serves   as   a   means   of  summarizing    the    recommendations 
contained    in   the   report  and   the  audited  agency's   reply. 


Recommendation   #1 
The  camp: 

A.  Deposit  all   state   revenues   in   the  state 
treasury  on  a  timely   basis. 

Agency   Response:      Concur.      See  page  26. 

B.  Budget  and  obtain  appropriation  author- 
ity  for  all  expenditures  of  state   funds. 

Agency    Response:      Concur.      See   page   26. 

C.  Record  all   state-related  activity  on 

the  Statewide   Budgeting  and  Accounting 
System. 

Agency   Response:      Concur.      See  page  26. 

Recommendation   #2 

The  camp  segregate  the  accounting  and  au- 
thorization  functions  over  the  accounting 
system. 

Agency   Response:      Concur.      See  page  26. 

Recommendation   #3 

The  camp  comply  with   the  Department  of 
Institutions'   furlough   program   policies. 

Agency   Response:      Concur.      See  page  26. 

Recommendation  #4 

The  camp  properly  classify  and   record  con- 
struction-in-progress  on   its  property  ac- 
counting  records. 

Agency   Response:      Concur,      See  page  27, 
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SUMMARY   OF  RECOMMENDATIONS   (Continued) 

Page 
Recommendation  #5 

The  camp   review   the  PAMS  edit  error   reports 

and  submit  the  proper  corrections.  6 

Agency   Response:      Concur.      See  page  27. 

Recommendation   #6 
The  camp: 

A.  Accrue  only   valid  obligations   in  com- 
pliance with   state  policy.  7 

Agency   Response:      Concur.      See  page  27. 

B.  Not  spend  the  amounts  accrued   in   fis- 
cal year   1984   for  the  SDB   contract.  7 

Agency   Response:      Do  not  concur.      See  page  27. 

Recommendation   #7 

The  camp  ensure  ESEA  Title  1    quarterly 

reports  and  cash  disbursement  records  are 

accurately  prepared  and   submitted  on  a 

timely  basis.  8 

Agency   Response:      Concur.      See  page  28. 

Recommendation   #8 

The  camp  monitor  cash  balances  and  antici- 
pated needs  to  avoid  excessive  cash  bal- 
ances. 9 

Agency   Response:      Concur.      See  page  28. 

Recommendation  #9 

The  camp  ensure  transactions  input  to  its 

accounting    records  by  other  agencies  are 

proper.  9 

Agency  Response:   Concur.   See  page  28. 


INTRODUCTION 

We  performed  a  financial-compliance  audit  of  the  Swan  River 
Youth  Forest  Camp  (hereafter  referred  to  as  the  camp)  for  the  two 
fiscal  years  ended  June  30,  1984.  The  objectives  of  the  audit 
were  to:  1)  determine  if  the  financial  schedules  present  fairly  the 
camp's  results  of  operations  for  the  two  fiscal  years  ended  June  30, 
1984;  2)  determine  if  the  camp  complied  with  applicable  laws  and 
regulations;  and  3)  make  recommendations  for  improvements  in  the 
management  and   internal  controls  of  the  camp. 

This  report  contains  nine  recommendations  to  the  camp. 
These  recommendations  address  areas  where  the  camp  can  improve 
management,  internal  control,  and  financial  reporting.  Other  areas 
of  concern  deemed  not  to  have  a  significant  effect  on  the  success- 
ful operations  of  the  camp  programs  are  not  specifically  included  in 
the  report,   but  have  been  discussed  with  management. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  the 
costs  of  implementing  the  recommendations  made  in  this  report. 
Each  report  section  discloses  the  cost,  if  significant,  of  implement- 
ing the   recommendation. 

We  thank  the  superintendent  and  his  staff  for  their  assistance 
and  cooperation  throughout  the  audit. 

BACKGROUND 

The  Swan  River  Youth  Forest  Camp  is  a  minimum  security 
adult  correction  facility  operating  under  the  direction/supervision 
of  the  Department  of  Institutions.  It  is  a  current  Department  of 
Institutions'  policy  that  the  youth  camp  have  custody  of  offenders 
between  the  ages  of  18  and  25  who  have  been  transferred  from  the 
state  prison  with  the  warden's  approval. 

The  camp's  functions  and  responsibilities  are  to:  1)  provide 
adequate  care  and  custody  and  effective  counseling  and  super- 
vision of  the  residents;  and  2)  return  the  residents  to  society  as 
productive,  well-adjusted,  self-reliant  individuals  capable  of  mak- 
ing proper  decisions  and  functioning  without  difficulty  in  the 
community. 


The  residents  work  with  the  forestry  division  of  the  Depart- 
ment of  State  Lands  and  are  involved  in  several  forestry  programs 
such  as  thinning,  seeding,  planting  trees,  and  recreational  area 
maintenance.  In  addition,  the  residents  are  given  the  opportunity 
to  gain  experience  in  carpentry  and  mechanics.  Educational  pro- 
grams are  also  available  to  aid  residents  in  passing  the  High 
School   Equivalency  Examination. 

The  facility  has  an  overall  capacity  of  50  residents,  with  an 
emergency  capacity  of  55.  The  average  daily  population  of  the 
camp  during   fiscal   year   1983-8'J   was   '49    residents. 

STATE   COMPLIANCE 

We    reviewed    compliance    with    state    laws  that    could    have    a 

material    impact    on    the    financial    schedules    of  the    camp.       In    our 
opinion,    except   for   the    instance  of  noncompliance   identified   below, 

the    camp    complied    with     the    state     lav;s    and  regulations    tested. 

Nothing    came    to    our    attention    that    causes    us  to    believe    untested 

compliance    issues    are    not    in    accordance    with  applicable    laws    and 
regulations. 

Nontreasury   Bank  Account 

The  camp  maintains  a  nontreasury  checking  account  at  a  local 
bank,   which   includes  the  following   funds: 

-  Resident  Accounts 

-  Canteen  Accounts 

-  Clothing 

-  Craft 

-  Gifts  and   Donations 

-  Boxing   Funds 

-  Housing  and  Maintenance 

-  Stale-dated  Checks 

This  account  was  approved  by  the  Department  of  Administra- 
tion as  a  custodian  account  with  a  maximum  balance  of  $5,000. 
The  camp's  manual  detail  records  show  that  the  cash  balance  of  the 
account     at     the     end     of     fiscal     years     1982-83     and     1983-84     was 


$14,623.98  and  $9,923.29,  respectively.  Of  these  balances,  $9,600 
and  $6,895  represent  the  balances  in  Resident  accounts  and  Boxing 
Funds   (Agency   Fund)    for  the   respective  fiscal   years. 

Section  17-2-202,  MCA,  requires  that  only  agency  funds  be 
retained  in  a  custodian  fund  account.  We  determined  during  our 
prior  audit  that  the  camp  was  commingling  state  and  custodial 
moneys  in  this  account.  The  camp  has  not  changed  this  practice. 
The  inclusion  of  the  state  funds  in   this  account  is  improper. 

Nontreasury   Account  Activity 

The  camp  deposits  state  revenue  from  the  sale  of  canteen 
items,  craft  items,  clothing,  meal  reimbursement,  and  gifts  and 
donations  in  the  nontreasury  account.  Clothing  and  meal  reim- 
bursement revenues  are  periodically  transferred  to  the  state  trea- 
sury. Remaining  state  revenues  from  the  sale  of  canteen  or  craft 
items,  and  gifts  and  donations  are  used  to  finance  expenditures 
which  are  neither  recorded  on  the  state's  accounting  system  nor 
charged  to  an  appropriation.  State  law  requires  that  ail  state 
revenues  be  deposited  with  the  state  treasurer  on  a  timely  basis, 
and  prohibits  the  deposit  of  state  revenues  in  nontreasury  bank 
accounts  without  proper  approval. 

Expenditures  financed  by  this  revenue  were  $28,586  for  fiscal 
year  1982-83  and  $29,688  for  fiscal  year  1983-84.  These  expendi- 
tures, which  were  mainly  for  the  purchase  of  resale  items,  should 
be  budgeted  and  recorded  in  the  Statewide  Budgeting  and  Account- 
ing System  (SBAS)  in  the  Special  Revenue  Fund.  The  camp 
requested  a  budget  amendment  to  provide  the  authority  for  these 
operating  expenditures,  but  was  denied  permission  by  the  Office  of 
Budget  and  Program  Planning  (OBPP) .  Institution  personnel 
indicated  that  they  are  requesting  budget  authority  for  these 
activities  in  the  1985  Session. 

RECOMMENDATION  #1 


WE  RECOMMEND  THE  CAMP: 

A.   DEPOSIT  ALL  STATE  REVENUES  IN  THE  STATE  TREA- 
SURY ON  A  TIMELY  BASIS. 


B.  BUDGET      AND      OBTAIN      APPROPRIATION      AUTHORITY 
FOR  ALL  EXPENDITURES   OF  STATE   FUNDS. 

C.  RECORD      ALL      STATE-RELATED      ACTIVITY      ON      THE 
STATEWIDE    BUDGETING   AND   ACCOUNTING   SYSTEM. 

DOCUMENT   AUTHORIZATION 

During  our  review  of  the  camp's  compliance  with  state  ac- 
counting policies  we  noted  that  the  accounting  technician  both 
prepares  and  signs  the  camp's  accounting  documents.  This  lack  of 
segregation  between  the  recording  and  authorization  functions 
weakens  the  control  over  the  discovery  and  correction  of  errors  or 
irregularities.  Document  preparation  can  still  be  performed  by  the 
accounting  technician  but  authorization  should  be  made  by  someone 
independent  of  the  preparation   function. 

The  Montana  Operations  Manual  (MOM)  requires  that  ail  SBAS 
documents  be  signed  by  an  appropriate  supervisor.  Compliance 
with  the  MOM  could  be  attained  through  a  review  and  authorization 
by  the  superintendent  or  his  assistant  prior  to  processing  of  each 
document. 

RECOMMENDATION    #2 

WE   RECOMMEND   THAT   THE   CAMP  SEGREGATE   THE  ACCOUNT- 
ING  AND  AUTHORIZATION    FUNCTIONS  OVER   THE  ACCOUNT- 
ING  SYSTEM. 

POLICY   MANUAL  COMPLIANCE 

Department  of  Institutions  allows  inmates/ residents  an  oppor- 
tunity to  spend  up  to  ten  days  for  seeking  employment  or  a  living 
arrangement  in  order  to  develop  a  parole  plan.  Our  review  of  the 
camp's  furlough  program  disclosed  the  following  instances  of  non- 
compliance with   the  Department  of  Institutions'   policies: 

1.       One    inmate    who    was    furloughed    did    not    have    the    re- 
quired approved   furlough    request  form  on   file. 


One  request  form  did  not  have  the  required  signatures 
of  the  camp  superintendent,   the  inmate,   and  a  witness. 

One  inmate,  as  documented  on  the  Population  Movement 
Log,  was  furloughed  for  18  days,  eight  more  than  policy 
allowed. 


RECOMMENDATION    #3 

WE    RECOMMEND    THE    CAMP   COMPLY   WITH    THE    DEPARTMENT 

OF   INSTITUTIONS'    FURLOUGH    PROGRAM   POLICIES. 


PROPERTY,    PLANT,    AND   EQUIPMENT 

At    June  30,    1984,    the    camp    reported    $1,206,141     in    General 
Fixed  Assets  comprised  of  buildings,   equipment,   and  other   improve- 
ments.     During   fiscal   year   1984  the  camp  converted  from   its  manual 
records    to    the     Property    Accountability    and    Management    System 
(PAMS). 

Construction-in-Progress 

The  camp  did  not  record  construction-in-progress  on  its  fiscal 
year  1982-83  accounting  records  as  required  by  state  policy.  This 
resulted  in  General  Fixed  Assets  being  understated  by  $372,368  on 
the  camp's  accounting  records  at  fiscal  year-end  1982-83,  State 
policy  provides  criteria  to  accurately  segregate  and  account  for 
construction-in-progress.  Camp  personnel  should  review  the 
applicable  policies  and  correctly  classify  and  record  construc- 
tion-in-progress. 

RECOMMENDATION    #4 

WE  RECOMMEND  THE  CAMP  PROPERLY  CLASSIFY  AND  RE- 
CORD CONSTRUCTION-IN-PROGRESS  ON  ITS  PROPERTY 
ACCOUNTING    RECORDS. 


Conversion   to   PAMS 

After    the    camp    coverted    to    PAMS,     it    received    a     Property 
Accountability     Management     System  -     Edit     Error     Report,     listing 


PAMS  input  documents  that  were  rejected  and  the  reasons  for  their 
rejection.  This  report  contained  51  rejected  transactions.  The 
camp  did  not  make  any  correcting  entries  relating  to  the  Edit 
Error  Report,  resulting  in  the  following  misstatements  in  the 
General   Fixed   Asset  Account  Croup: 

Understated  Overstated 

Land  $        5 20 

Other   Improvements  $32,997 

Equipment  87,770 


Section    2-1790.56,    MOM,    states,    "it    is    the    agency's    respon- 
sibility to  assure  that  correction  data   is  submitted." 

RECOMMENDATION    #5 

WE    RECOMMEND    THE    CAMP    REVIEW    THE    PAMS    EDIT    ERROR 

REPORTS  AND   SUBMIT   THE    PROPER   CORRECTIONS. 


EXPENDITURE  ACCRUAL 

The  Department  of  Institutions  instructed  the  camp  to  accrue 
$10,000  of  expenditures  at  the  end  of  fiscal  year  1983-84  based  on 
a  $138,100  service  agreement  between  the  Systems  Development 
Bureau  of  the  Department  of  Administration  and  the  Department  of 
Institutions.  Due  to  the  nonspecific  language  of  the  service 
agreement  and  a  lack  of  a  valid  purchase  order  the  camp's  accrual 
is  in  violation  of  state  accounting  policy.  We  addressed  this  situa- 
tion in  detail  in  our  recently  issued  Montana  State  Hospital  audit 
report. 

In  fiscal  year  1984  expenditures  are  overstated  by  $10,000  in 
the  General  Fund.  In  fiscal  year  1985  if  the  camp  spends  those 
funds  they  are  in  violation  of  state  accounting  policy  and  circum- 
venting  the  appropriation   process. 


RECOMMENDATION    #6 

WE   RECOMMEND   THE   CAMP: 

A.  ACCRUE     ONLY     VALID     OBLIGATIONS     IN     COMPLIANCE 
WITH   STATE   POLICY. 

B.  NOT    SPEND    THE    AMOUNTS    ACCRUED    IN    FISCAL   YEAR 
1984    FOR   THE   SDB    CONTRACT. 


FEDERAL  GRANT   COMPLIANCE 

Our  audit  of  federal  moneys  was  performed  in  accordance  with 
the  requirements  in  the  U.S.  Office  of  Management  and  Budget 
"Circular  A-102,  Attachment  P."  This  circular  provides  for  audits 
of  financial  operations,  including  compliance  with  certain  provisions 
of  federal   laws  and   regulations. 

Swan  River  Youth  Forest  Camp  was  a  subgrantee  receiving 
federal  Department  of  Education  and  Agriculture  grants  listed  on 
page  24  from  the  Montana  Office  of  Public  Instruction.  We  re- 
viewed the  general  federal  requirements  in  the  Title  1  subgrant, 
the  School  Nutrition  subgrant,  and  the  Vocational  Education  - 
Special  Needs  subgrant.  We  also  completed  a  review  of  the  major 
compliance  areas  in  the  Vocational  Education  -  Special  Needs  sub- 
grant.  Areas  reviewed  included  specific  grant  provisions,  cost 
allowability,   grantor   reporting  and  cash  management. 

In  the  prior  audit,  we  noted  that  the  camp  was  billing  the 
school  lunch  and  breakfast  program  for  residents  who  had  passed 
the  GED  and  were  therefore  ineligible.  Personnel  of  the  Office  of 
Public  Instruction  reviewed  the  billings  and  $9,226  of  unallowable 
reimbursements  were  returned. 

Nothing  came  to  our  attention  that  causes  us  to  believe  un- 
tested compliance  issues  are  not  in  accordance  with  applicable  laws 
and  regulations.  It  is  our  opinion  that  the  deficiencies  noted  did 
not  significantly  affect  the  successful  operations  of  the  programs 
or  the  allowability  of  costs  in  conformity  with  program  regulations, 
except  as  noted   in  the  following   sections. 


Timeliness  of  Grant   Reports 

The  Office  of  Public  Instruction  requires  a  quarterly  report 
from  ESEA  Title  1  subgrantees,  with  an  attached  cash  disburse- 
ment report,  within  10  days  of  the  close  of  the  quarter  reported 
on.  We  found  that  two  of  the  eight  ESEA  Title  1  quarterly  reports 
prepared  during  fiscal  years  1982-83  and  1983-84  were  submitted 
late.  For  the  quarter  ending  March  31,  1983,  the  cash  disburse- 
ment report  was  not  filed  until  July  1983.  There  were  no  quarterly 
cash  disbursement  reports  prepared  during  fiscal  year  1983-84 
until  July  1,  1984  when  one  report  was  submitted  for  the  entire 
fiscal   year. 

We  also  noted  an  instance  where  the  cash  on  hand  as  docu- 
mented on  the  ESEA  Title  1  quarterly  report  did  not  agree  with 
the  camp's  accounting  system.  The  report  understated  the  cash 
balance  by   $2,973. 

RECOMMENDATION    #7 

WE  RECOMMEND  THE  CAMP  ENSURE  ESEA  TITLE  1  QUAR- 
TERLY REPORTS  AND  CASH  DISBURSEMENT  RECORDS  ARE 
ACCURATELY  PREPARED  AND  SUBMITTED  ON  A  TIMELY 
BASIS. 


Excessive  Cash   Balances 

Under  the  terms  of  its  letter  of  credit,  OPI  may  order  as 
much  as  three  days'  supply  of  cash.  Federal  regulations  require 
the  cash  advances  made  to  subrecipients  conform  substantially  to 
the  same  standards  of  timing  and  amount  as  apply  to  advances  to 
OPI. 

We  noted  that  the  cash  balances  in  the  ESEA  Title  1  subgrant 
for  the  period  of  November  1983  through  June  30,  1984  were  in 
excess  of  the  amounts  needed  to  meet  immediate  cash  requirements 
by  as  much  as  $3,000  to  $8,000. 


RECOMMENDATION  #8 

WE  RECOMMEND  THE  CAMP  MONITOR  CASH  BALANCES  AND 
ANTICIPATED  NEEDS  TO  AVOID  EXCESSIVE  CASH  BAL- 
ANCES. 


TRANSACTIONS  ENTERED  BY  OTHER  AGENCIES 

The  Department  of  Administration,  Accounting  Division,  made 
entries  in  fiscal  year  1983-84  which  were  intended  to  zero  out  the 
fiscal  year  1982-83  fund  balances  in  the  Federal  Boarder  and 
School  Lunch  grant  entities.  Unlike  most  federal  Special  Revenue 
entities  that  normally  should  reflect  a  zero  fund  balance,  these  two 
entities  should  have  shown  a  fund  balance  at  fiscal  year-end. 
These  entries  moved  revenues  earned  and  recognized  in  fiscal  year 
1982-83  to  fiscal  year  1983-84  and  resulted  in  revenue  being  over- 
stated  in  the  Special   Revenue   Fund  by   $9,342   in   fiscal   year  1983-84, 

RECOMMENDATION    #9 

WE    RECOMMEND    THE    CAMP    ENSURE    TRANSACTIONS    INPUT 

TO    ITS    ACCOUNTING    RECORDS    BY    OTHER    AGENCIES    ARE 

PROPER. 


INTERNAL   CONTROL 

We  have  examined  the  financial  schedules  of  the  Swan  River 
Youth  Forest  Camp  for  the  two  fiscal  years  ended  June  30,  1984. 
We  issued  our  opinion  dated  February  8,  1985,  on  these  schedules. 
As  part  of  our  examination,  we  made  a  study  of  the  camp's  control 
system.  We  studied  the  system  as  required  by  generally  accepted 
governmental  auditing  standards  for  financial  and  compliance 
audits.      We  classified   the  controls   in   the  following  categories: 

1  .        expenditures; 

2.  revenue; 

3.  property,   plant,   and  equipment; 

4.  payroll; 

5.  grants;    and 

6.  resident  accounts/nontreasury  account. 


Through  our  study,  we  determined  the  nature,  timing,  and  extent 
of  our  auditing  procedures.  We  applied  alternative  audit  tests  to 
the  above  categories  as  we  determined  it  was  more  efficient  to 
expand  substantive  testing  for  these  areas.  We  tested  all  federal 
grants  for  propriety  of  receipts  and  disbursements.  We  did  not 
evaluate  the  control  system  to  the  extent  necessary  to  give  an 
opinion  on  either   individual   segments  or  the  system  as  a  whole. 

The  management  of  the  camp  is  responsible  for  establishing 
and  maintaining  a  system  of  accounting  control.  In  fulfilling  this 
responsibi...,  ,  estimates  and  judgments  by  management  are  re- 
quired to  assess  the  expected  benefits  and  related  costs  of  control 
procedures.  The  objectives  of  a  system  are  to  provide  management 
with  reasonable  assurance  that:  1)  assets  are  safeguarded  against 
loss  from  unauthorized  use  or  disposition;  2)  transactions  are 
executed  in  accordance  with  management's  authorization;  and 
3)  transactions  are  recorded  properly  to  permit  the  preparation  of 
financial  schedules  in  accordance  with  state  accounting  policies. 
Inherent  limitations  in  any  system  of  controls  may  cause  errors  or 
irregularities  to  remain  undetected.  The  current  system  study 
should  not  be  used  to  project  to  future  periods  since  the  proce- 
dures may  become  inadequate  or  compliance  with  them  may  deterio- 
rate. 

The  limited  purpose  of  our  study  described  in  the  first 
paragraph  would  not  necessarily  disclose  all  material  weaknesses  in 
the  system.  Accordingly,  we  do  not  express  an  opinion  on  the 
system  of  controls  used  by  the  camp.  However  our  study  dis- 
closed  no  condition   that  we  believed   to  be  a  material   weakness. 

The  preceding  three  paragraphs  are  intended  solely  for  the 
use  of  management  and  the  Legislature  and  should  not  be  used  for 
any  other  purpose.  This  restriction  as  to  use  is  not  intended  to 
limit  the  distribution  of  this  document  which,  upon  presentation  to 
the   Legislative  Audit  Committee,    is  a  matter  of  public  record. 
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PRIOR  AUDIT   RECOMMENDATIONS 

The  previous  audit  of  the  camp,  for  the  two  fiscal  years 
ended  June  30.  1982,  contained  19  individual  recommendations.  Of 
the  14  recommendations  still  applicable  to  the  camp's  operations,  10 
have  been   implemented  and  ^   have  been  partially   implemented. 


n 


AUDITOR'S    REPORT 
AND   SCHEDULES  OF  AGENCY    FINANCIAL  ACTIVITY 


SUMMARY   OF  AUDIT   OPINION 

We  issued  an  adverse  opinion  on  the  camp's  Special  Revenue 
Fund  financial  schedules.  The  reason  for  this  adverse  opinion  is 
explained  in  paragraphs  three  through  five  of  the  opinion.  An 
adverse  opinion  means  that  the  schedules  and  corresponding  ac- 
counting records  are  so  materially  misstated  that  they  cannot  be 
relied  upon. 

We  issued  an  unqualified  opinion  on  the  General  Fund  and 
Agency  Fund  financial  schedules.  An  unqualified  opinion  indicates 
that  the  reader  can   rely  on   the   information   presented. 
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STATE  OF  MONTANA 


ROBERT  R.  RINGWOOD 

LEGISLATIVE  AUDITOR 


^ttitt  nf  tJb^  '^tJ^isintxixt  ^nhitxtt 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


DEPUTY  LEGISLATIVE  AUDITORS: 

JAMES  H.  GILLETT 
FINANCIAUCOMPLIANCE  AUDITS 

SCOTT  A.  SEACAT 
PERFORMANCE  AUDITS 

STAFF  LEGAL  COUNSEL 

JOHN  W.  NORTHEY 


The   Legislative  Audit  Committee 
of  the  Montana   State   Legislature: 

We  have  examined  the  financial  schedules  of  the  various  funds 
of  the  Swan  River  Youth  Forest  Camp  for  each  of  the  two  fiscal 
years  ending  June  30,  1983  and  1981  as  shown  on  pages  16  through 
23.  Our  examination  was  made  in  accordance  with  generally  ac- 
cepted auditing  standards  and  Standards  for  Audits  of  Govern- 
mental Organizations,  Programs,  Activities,  and  Functions  and, 
accordingly,  included  such  tests  of  the  accounting  records  and 
such  other  auditing  procedures  as  we  considered  necessary  in  the 
circumstances. 

As  described  in  Note  1  to  the  financial  schedules,  the  depart- 
ment's financial  schedules  are  prepared  in  accordance  with  state 
accounting  policy.  Accordingly,  the  accompanying  financial  sched- 
ules are  not  intended  to  present  financial  position  and  results  of 
operations  in  conformity  with  generally  accepted  accounting  princi- 
ples. 

The  camp's  activity  for  the  canteen,  gifts  and  donations,  and 
craft  account  were  not  reflected  on  SBAS.  This  resulted  in  the 
understatements  to  the  Special  Revenue  Fund  for  fiscal  years 
1982-83  and   1983-84  as  documented   in   Note  5. 

The  camp  did  not  properly  defer  unearned  grant  revenue. 
This  overstated  beginning  fund  balance  and  understated  deferred 
revenues  by   $6,418   for  fiscal   year   1982-83. 

During  fiscal  year  1983-84  the  Department  of  Administration, 
Accounting     Division,     made     improper     adjustments     to     the     Special 
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Revenue  Fund,  which  overstated  revenues  by  $16,212  and  under- 
stated beginning  fund  balance  and  deferred  revenues  by  $9,3U2 
and   $6,870,    respectively. 

In  our  opinion,  because  of  the  effects  of  the  matters  dis- 
cussed in  paragraphs  three  through  five,  the  financial  schedules 
listed  below  do  not  present  fairly  the  results  of  operations  and 
changes  in  fund  balance  of  such  funds  of  the  Swan  River  Youth 
Forest  Camp  for  each  of  the  fiscal  years  ended  June  30,  1983,  and 
198U,  in  conformity  with  the  basis  of  accounting  described  in 
Note  1 . 


Schedule  Name 

Schedule  of  Changes  in 
Fund  Balance 

Schedule  of  Revenue  - 
Estimate  and  Actual 

Schedule  of  Program 
Expenditures  by  Fund  - 
Budget  and  Actual 


Fund 
Special  Revenue 

Special  Revenue 

Special  Revenue 


Fiscal  Year 

For  the  Two  Fiscal  Years 
Ended  June  30,  1984 

1983,  1984 
1983,  1984 


In  our  opinion  the  schedules  listed  below  present  fairly  the 
results  of  operations  and  changes  in  fund  balance  of  such  funds  of 
the  Swan  River  Youth  Forest  Camp  for  each  of  the  fiscal  years 
ended  June  30,  1983  and  1984,  in  conformity  with  the  basis  of 
accounting   described   in   Note  1,   applied  on  a  consistent  basis. 
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Schedule  Name 

Schedule  of  Changes  in 
Fund  Balance 

Schedule  of  Revenue  - 
Estimate  and  Actual 

Schedule  of  Program 
Expenditures  by  Fund  - 
Budget  and  Actual 

Schedule  of  Program 
Expenditures  by  Object 


Fund 


General  Fund 


General  Fund 


General  Fund 


Fiscal  Year 

The  Two  Fiscal  Years 
Ended  June  30,1984 

1983,  1984 


1983,  1984 


1983,  1984 


Schedule  of  Additions 
and  Deductions  to  Agency 
Fund  Assets 


Agency 


1983,  1984 


Our  examination  was  made  for  the  purpose  of  forming  an 
opinion  on  the  financial  schedules  taken  as  a  whole.  The  accom- 
panying Schedule  of  Federal  Subgrants  is  presented  for  additional 
analysis  and  disclosure  purposes.  The  schedule  has  been  subjected 
to  the  auditing  procedures  applied  in  the  examination  of  the  finan- 
cial schedules  and,  in  our  opinion,  is  fairly  stated  in  all  material 
respects  in  relation  to  the  financial  schedules  referred  to  in  para- 
graph one. 


Respectfully  submitted. 


Am:^ 


jmes  H.   Gillett,   CPA 
Deputy   Legislative  Auditor 


February   8,    1985 
Approved: 


Robert  R.    Rinmvood 
Legislative  Aup/tor 
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SWAN  RIVER  YOUTH  FOREST  CAMP 
SCHEDULE  OF  CHANGES  IN  FUND  BALANCE 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1984 


FUND  BALANCE,  July  I,  1982 

ADDITIONS: 
Fiscal  Year  1983 
Budgeted  Revenue 
Prior  Year  Revenue  Adjustments 
Support  from  State  of  Montana 
Cash  Transfers  In 
from  Department  of  Institutions 


General  Fund 

Spi 

ecial  Revenue 
Fund 

$    -0- 

$  64,662 

224 

761,641 

114,395 
(4.299) 

20,467 


Fiscal  Year  1984 
Budgeted  Revenue 
Nonbudgeted  Revenue 
Prior  Year  Revenue  Adjustment 
Support  from  State  of  Montana 
Total  Additions 


133 

72,231 

8,035 

6,085 

1,182 

3,168 

778,742 

1,549,957 

212,047 

REDUCTIONS: 
Fiscal  Year  1983 
Budgeted  Expenditures 
Prior  Year  Expenditure  Adjustment 
Prior  Year  Withdrawal  Adjustment 
Prior  Year  Expenditures 


Direct  Entry  to  Fund  Balance 


1 


Fiscal  Year  1984 
Budgeted  Expenditures 
Prior  Year  Expenditure  Adjustment 
Direct  Entry  to  Fund  Balance 
Cash  Transfer  to 
Department  of  Institutions 
Total  Reductions 


FUND  BALANCE,  June  30,  1984 


745,139 

128,530 

3.929 

(186) 

6,000 

6.797 

10,666 

787,554 

72,115 

538 

(44) 

-0- 

21,008 

21,557 

1,549.957 

253,646 

$    -0- 

$  23,063 

1 


See  footnote  6 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting 
System.   Additional  information  is  provided  In  the  notes  to  the  financial 
schedules  on  pages  21  through  23. 
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SWAN  RIVER  YOUTH  FOREST  CAMP 

SCHEDULE  OF  REVENUE  -  ESTIMATE  AND  ACTUAL 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1984 


Reimbursements 


FISCAL  YEAR  1983-84 
General  Fund 
Estimated  Revenue 
Actual  Revenue 
Collections  Over  (Under)  Estimate 


Special  Revenue  Fund 
Estimated  Revenue 
Actual  Revenue 
Collections  Over  (Under)  Estimate 


Sale  of  Documents, 
Merchandise, 
and  Property 


$17,411 

35,855 

$18,444 


$25,533 

20,920 

$(4,613) 


Kenta. 

Is, 

Leases, 

and 

Federal 

Royal  t: 

les 

Transfers 

Assistance 

Total 

$100 

$  -0- 

$ 

100 

133 

8.035* 

8.168 

$  33 

$  8.035 

1 

8,068 

$  -0- 

$  21.668 

$ 

64,612 

6,085* 

15,456 

78.316 

$  6.085 

$  (6,212) 

1 

13,704 

FISCAL  YEAR  1982-83 
General  Fund 
Estimated  Revenue 
Actual  Revenue 
Collections  Over  (Under)  Estimate 


$100 

224 

$124 


100 

224 


124 


Special  Revenue  Fund 
Estimated  Revenue 
Actual  Revenue 
Collections  Over  (Under)  Estimate 


$32,320 
40,060 

$  7,740 


$22,912 
22,386 

$   (526) 


$  95,076 
51,949 
$(43.127) 


$150,308 

114,395 

$(35,913) 


*This  represents  an  increase  in  inventory  -  Revenue  Class  3284. 

These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System.   Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  21  through  23. 
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SWAN  RIVER  YOUTH  FOREST  CAMP 
SCHEDULE  OF  PROGRAM  EXPENDITURES 
BY  FUND  -  BUDGET  AND  ACTUAL 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1984 


CARE  AND  CUSTODY 


GENERAL  FUND 
Budget 
Actual 
Personal  Services 
Operating  Expenses 
Equipment 

Total  Actual 

Unspent  Budget  Authority 


1984 

$826,700 

574,678 

201,537 

11,339 

787,554 

$  39,146 


1983 

$762,671 

518,752 

217.559 

8,828 

745,139 

$  17,532 


SPECIAL  REVENUE  FUND 
Budget 
Actual 
Personal  Services 
Operating  Expenses 
Equipment 

Total  Actual 

Unspent  Budget  Authority 


$  87,904 


$138,791 


33,982 

38,133 

-0- 

89,792 

37,014 
1,724 

72,115 
$  15,789 

128,530 
$  10,261 

PROGRAM  TOTAL 
Budget 
Actual 
Personal  Services 
Operating  Expenses 
Equipment 

Total  Actual 

Unspent  Budget  Authority 


$914,604 

608,660 

239,670 

11,339 

859,669 

$  54,935 


$901,462 

608,544 

254,573 

10,552 

873,669 

$  27,793 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and 
Accounting  System.  Additional  information  is  provided  In  the 
notes  to  the  financial  schedules  on  pages  21  through  23. 
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SWAN  RIVER  YOUTH  FOREST  CAMP 

SCHEDULE  OF  PROGRAM  EXPENDITURES  BY  OBJECT 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1984 


CARE  AND  CUSTODY 


1984 


1983 


PERSONAL  SERVICES 
Salaries 
Hourly  Wages 
Employee  Benefits 

Total  Personal  Services 


$494,170 

7,067 

107,423 

608,660 


$495,839 

8,080 

104.625 

608,544 


OPERATING  EXPENSES 
Contract  Services 
Supplies  and  Materials 
Communications 
Travel 
Rent 

Utilities 

Repair  and  Maintenance 
Other  Expenses 
Goods  Purchased  for  Resale 
Total  Operating  Expenses 


15,653 

86,225 

7,819 

2,144 

1,040 

44,385 

9,390 

49,536 

23,478 

239,670 


24,020 

85,997 

7,688 

2,352 

-0- 

48,841 

15,651 

47,113 

22,911 

254,573 


EQUIPMENT 
Equipment 

Total  Equipment 


11,339 
11,339 


10,552 
10,552 


TOTAL  PROGRAM  EXPENDITURES 
AND  TRANSFERS  OUT 


$859,669 


$873.669 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting 
System.   Additional  information  is  provided  in  the  notes  to  the  financial 
schedules  on  pages  21  through  23. 
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SWAN  RIVER  YOUTH  FOREST  CAMP 

SCHEDULE  OF  ADDITIONS  AND  DEDUCTIONS  TO  AGENCY  FUND  ASSETS 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1984 


ASSET  BALANCE,  JULY  1,  1982  $  4.545 

Additions  of  Property  Held  In  Trust  68,678 

Reduction  of  Property  Held  In  Trust  (63,623) 


ASSET  BALANCE,  JULY  1,  1983  9,600 

Additions  of  Property  Held  In  Trust  66,660 

Reduction  of  Property  Held  in  Trust  (69,365') 


ASSET  FUND  BALANCE,  JUNE  30,  1984  $  6,895 


NOTE:   The  above  schedule  was  prepared  from  the  camp's  hand-kept 
ledgers.   The  amounts  recorded  on  the  state's  accounting 
system  do  not  agree  with  this  schedule  and  do  not  provide 
accurate  data. 
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SWAN    RIVER   YOUTH    FOREST    CAMP 

NOTES   TO   THE   FINANCIAL  SCHEDULES 

JUNE   30,    1983   AND    198^ 

1.      SUMMARY   OF  SIGNIFICANT  ACCOUNTING   POLICIES 
Basis  of  Accounting 

The  state  of  Montana  utilizes  the  modified  accrual  basis  of 
accounting   which   is  described   in   the  Montana  Operations  Manual, 

Under  the  modified  accrual  basis  of  accounting,  a  valid  obli- 
gation exists  when  the  related  liability  is  incurred  except  for  the 
following  items  which  are  also  considered  valid  obligations  under 
state  accounting   policy. 

-  If  the  appropriation  provided  funds  to  complete  a  given 
project,  the  entire  amount  of  a  service  contract  may  be 
accrued  even  though  the  services  are  rendered  in  fiscal  years 
subsequent  to  the  fiscal  year  in  which  the  expenditure  is 
accrued. 

-  The  anticipated  cost  of  equipment  is  expensed  in  the  fiscal 
year  in  which  budgeted. 

-  Goods  ordered,  but  not  received  as  of  the  fiscal  year-end, 
may  be  accrued  if  the  purchase  order  was  issued  in  the  fiscal 
year   in  which  the  anticipated  expenditure  is  to  be  accrued. 

Basis  of  Presentation 

The  financial  schedules  were  prepared  from  the  Statewide 
Budgeting  and  Accounting  System  (SBAS)  without  adjustments. 
Accounts  are  organized  on  the  basis  of  funds  according  to  state 
law.      The  following   fund   types  are  used   by   the  camp: 

General  -  accounts  for  all  financial  resources  except  those 
required   to  be  accounted   for   in  another   fund. 

Special  Revenue  -  accounts  for  the  proceeds  of  specific 
revenue  sources  that  are  legally  restricted  to  expenditures 
for  specified  purposes.  Legislative  appropriations  are  re- 
quired to  be  spent  from  this  fund   type. 
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Trust  and  Agency  -  accounts  for  assets  held  in  trust  or  as 
an  agent  by  the  camp  for  others.  The  camp  uses  this  fund 
to  account  for  the  resident's  money.  A  legislative  appro- 
priation  is  not  required  to  spend  from  these  funds. 


Vacation  and   Sick   Leave 

Employees  at  the  camp  accumulate  both  vacation  and  sick 
leave.  Employees  are  paid  for  100  percent  of  unused  vacation  and 
25  percent  of  unused  sick  leave  credits  upon  termination. 
Accumulated  unpaid  liabilities  for  vacation  and  sick  leave  are  not 
reflected  in  the  financial  schedules  of  the  camp.  Expenditures  for 
termination  pay  currently  are  absorbed  in  the  annual  operational 
costs  of  the  camp.  At  June  30,  1984,  the  camp  had  a  liability  of 
$35,427   for  vacation    leave  and   $22,109   for  sick   leave. 

2.      PENSION    PLAN 

Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS)  or  Teachers'  Retirement  System  (TRS). 
The  camp's  contributions  to  these  plans  are  shown  below: 

Fiscal  Year  Fiscal   Year 

1982-83  1983-84 

PERS  $30,879  $29,991 

TRS  1,356  1,576 

Total  $32,235  $31.567 


3.      GENERAL   FUND   BALANCE 

The  General  Fund  is  a  statewide  fund.  Agencies  do  not  have 
a  separate  General  Fund  since  their  only  authority  is  to  pay 
obligations  from  the  statewide  General  Fund  as  long  as  they  stay 
within  their  appropriation  limits.  Thus,  on  an  agency  schedule 
the  General  Fund  beginning  and  ending  fund  balance  will  always 
be  zero. 
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4.      GENERAL  FIXED   ASSETS 

The  camp  records  assets  on  the  state's  Property  and  Account- 
ability Management  System.  The  $1,206,141  General  Fixed  Asset 
balance  at  June  30,    1984,   consisted  of  the  following: 

Land  $           1,040 

Buildings  844,952 

Other    Improvements  42,566 

Equipment  317,583 

Total  $1,206,141 


Fiscal  Year 

1982-83 

Cash 

$  4,570 

Revenues 

28,507 

Expenditures 

28,586 

Fund  Balance  (Closing) 

4,570 

5.      NON-SBAS   FUNDS 

The  camp's  activity  for  the  canteen,  gifts  and  donations,  and 
crafts  account  are  not  reflected  on  SBAS.  The  unrecorded  fiscal 
year-end   Special    Revenue   Fund  activity   is  as  follows: 

Fiscal  Year 
1983-84 

$  2,213 

27,331 

29,688 

2,213 


6.      DIRECT   ENTRIES   TO   FUND    BALANCE 

In   fiscal   year   1983   the   following   entries  were  made  directly   to 
fund  balances  in   the  General   Fund  and  Special   Revenue   Fund. 

Special  Revenue 
General   Fund  Fund 

Inventory  $    (6,797)  $(10,666) 


In  fiscal  year  1984  the  Accounting  Division  made  several 
direct  entries  to  fund  balance  which  were  intended  to  zero  out 
fund   balances  in   the  Special   Revenue  Fund  entities. 

Special  Revenue 
General  Fund       Fund 

Department  of  Administration  $(21,008) 
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SWAN  RIVER  YOUTH  FOREST  CAMP 
SCHEDULE  OF  FEDERAL  SUBGKANTS 
Fiscal  Years  Ending  June  30,  1983  and  1984 

Receipt  for  Fiscal  Year 
Subgrant  From  Grant  Number         1982-83     1983-84 

Montana  Office  of  Public 
Instruction 

-  U.S.  Dept.  of  Education 

ESEA  Title  I  83-42-6008-1471A       $  3,741 

ESEA  Title  I  84-42-6008-2471  $8,918 

OPI  Special  Tutor  Grant 

(Voc.  Ed)  83-6008-03-20-17-D234   32,785 

Voc,  Ed.  82-6008-05-20-16-D228    5,676 


-  Agriculture  „ 

School  Nutrition  6008  14,420        6,532 


3 


The  state  match  of  $302  and  $249  received  from  OPI  for  ESEA  Title  I  in 
fiscal  year  1982-83  and  1983-84  was  coded  as  federal  assistance.  The 
matches  are  not  included  in  the  above  schedule. 

2 
Actual  receipts  confirmed  by  OPI  were  $14,420,  but  of  that  amount  $9,226 

was  returned  by  the  camp  due  to  the  determination  of  ineligible  resi- 
dents. Of  the  returned  amount,  $4,299  was  coded  as  prior  year  revenue 
and  $4,927  as  current  year  revenue. 

Actual  receipt  confirmed  by  OPI  were  $6,403.  OPI  did  not  include  $129 
of  additional  reimbursement  received  for  general  assistance  lunch  due  to 
over  60%  needy  participation  experienced  in  the  camp. 

Note:  Because  of  the  above  footnotes  and  adjustments  made  by  the 
Department  of  Administration  to  close  fund  balances,  the  Schedule 
of  Federal  Subgrants  will  not  tie  directly  to  Federal  Assistance 
recorded  on  the  Schedule  of  Revenues  Estimate  and  Actual. 
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AGENCY    RESPONSE 


DEPARTMENT  OF  INSTITUTIONS 


TED  SCHWINDEN.  C30VERN0R 


1539  UTH  AVENUE 


STATE  OF  MONTANA' 


(406)  444  3930 


HELENA,  MONTANA  S9620 


April  29,  1985 


Legislative  Audit  Committee 

of  the  Montana  State  Legislature 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  MT   59620 

Gentlemen: 

We  have  reviewed  the  audit  report  prepared  by  the  Office  of  the  Legislative 
Auditor  for  the  Swan  River  Youth  Forest  Camp. 

The  report  provides  a  very  welcome  service  and  is  sincerely  appreciated. 

Our  response  to  recommendatioiit;  is  attached. 

Sincere] 


OLL  V.  SOUTH 
Director 


CVS:jb 
Attachment 
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RECOMMENDATION  //I 


WE  RECOMMEND  THE  CAMP: 


DEPOSIT  ALL  STATE  REVENUES  TN  THE  STATE  TREASURY  ON  A 
TIMELY  BASTS. 

BUDGET   AND   OBTAIN   APPROPRIATION   AUTHORITY   FOR   AI.L 
EXPENDITURES  OF  STATE  FUNDS. 

RECORD  ALL  STATE-RELATED  ACTIVITY  ON  THE  STATEWIDE 
BUDGETING  AND  ACCOUNTING  SYSTEM. 


RESPONSE: 


A.  CONCUR 

B.  CONCUR 

C.  CONCUR 


House  Rill  500  for  the  1986-87  Biennium  contains 
spending  authority  in  the  State  Special  Revenue 
Fund.  This  recommendation  will  be  implemented  in 
July  1985. 


RECOMMENDATION  #2 

WE  RECOMMEND  THAT  THE  CA>!P  SEGREGATE  THE  ACCOUNTING  AND 
AUTHORIZATION  FUNCTIONS  OVER  THE  ACCOUNTING  SYSTEM. 

RESPONSE 

A.    CONCUR 

The   i;uperintendent   or   assistant   superintendent 
will  review  and  sign  all  accounting  documents. 

RECOMMENDATION  //3 

WE   RECOMMEND   THE   CAMP   COMPLY   WITH   THE   DEPARTMENT   OF 
INSTITUTIONS  FURLOUGH  PROGRAM  POLICIES. 

RESPONSE: 

A.    CONCUR 

The  camp  will  comply  with  Departmental  furlough 
program  policies. 
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RECOMMENDATION  #4 

WE   RECOMMEND   THE   CAMP   PROPERLY   CLASSIFY   AND   RECORD 
CONSTRUCTION-IN-PROGRESS  ON  ITS  PROPERTY  ACCOUNTING  RECORDS, 

RESPONSE 

CONCUR 


RECOMMENDATION  it 5 

WE  RECOMMEND  THE  CAMP  REVIEW  THE  PAMS  EDIT  ERROR  REPORTS  AND 
SUBMIT  THE  PROPER  CORRECTIONS. 

RESPONSE 

CONCUR 


The  PAMS  edit  error  reports  will  be  reviewed  and 
corrected . 


RECOMMENDATION  #6 

WE  RECOMMEND  THE  CAMP: 

A.  ACCRUE  ONLY  VALID  OBLIGATIONS  IN  COMPLIANCE  WITH  STATE 
POLICY. 

B,  NOT  SPEND  THE  AMOUNTS  ACCRUED  IN  FISCAL  YEAR  1984  FOR 
THE  SDB  CONTRACT. 

RESPONSE 

A.  CONCUR 

B.  NOT  CONCUR 

Language  has  been  included  in  HB206  to  permit  the 
Department  to  utilize  these  accruals  for  the  Data 
Processing  System.  If  this  language  remains  in 
the  bill  and  it  is  signed  Into  law  by  the  Governor 
then  the  Department  will  utilize  these  accruals. 
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RECOMMENDATION  #7 

WE  RECOMMEND  THE  CAMP  ENSURE  ESEA  TITLE  I  QUARTERLY  REPORTS 
AND  CASH  DISBURSEMI'NT  RECORDS  ARE  ACCURATELY  PREPARED  AND 
SUBMITTED  ON  A  TIMELY  BASIS. 

RESPONSE 

CONCUR 


RECOMMENDATION  #8 

WE  RECOMMEND  THE  CAMP  MONITOR  CASH  BALANCES  AND  ANTICIPATED 
NEEDS  TO  AVOID  EXCESSIVE  CASH  BALANCES. 

RESPONSE 

CONCUR 


RECOMMENDATION  //9 

WE  RECOMMEND  THE  CAMP  ENSURE  TRANSACTIONS  INPUT  TO  ITS 
ACCOUNTING  RECORDS  BY  OTHER  AGENCIES  ARE  PROPER. 

RESPONSE 

CONCUR 
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